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SOVIET ECONOMIC POLICY IN EAST GERMANY 


The East German finance budget has been transformed in a manner to centralize 

into Soviet hands. The financial authority 
of individual Laender has vanished, Just as the heads of VEB (people-owned enter- 
prises) have no authority to dispose of any of the capital of the firms they lead. 

authority is centralized with the government of East Germany, to 
wMch all Laender turn over 50 percent of their income. The East German govern- 
ment controls the VEB in regard to the disposition of profits as well as in regard 

tn surpluses of VEB are used for Investmfnts 

to enlMge their plant facilities as provided for in the investment plan. The same 
holds true for profits made by HO (free trade) stores, which amounted to I.5 billion 

li^ortant to the Soviets, however, is to Insure tLt^^ir 


and T and Kredltbanh as a means to control the money 

and credit system in East Germany. This bank has reserves running into billions 
U^own. These reserves Vere established with the money ' 
in Poland, East Germany, and' especially in 
Berlin. During currency reforms these sums are not devalued/ which is also true 
for .the money held by SAG (Soviet corporations) and trade ci^es. These 
^ it possible for the Soviets to influence currency circulation in an inflatlon- 
.^^y as well as deflationary manner. Such reserves also enable them to continue 

valuable objects which had been started 


iQKo is known that the Central Bank figures for East Germany of 30 September 
1950, show deposits of 3,756,000,000 Deutsche marks for the Ce^ral Cre^t I^tl 

Mm™ institutes amo“r?o iesf ^hS 200 

million Deutsche marks, the credit balance of the Garantle and Kredithank must 
amount to at least 3,500,000,000 Deutsche marks. Ju-eainpanK must 
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«-S-> the machine-bundles and metallungi^ 

priority over light i.idustry at present. In 19^9 Eas? 

of this sum the machine-building industry alonf^ecelvL^^?? Deutsche ^ks; 
metallurgical industry 6 l million, uiil-lon and the 

referrk to as '■m-SSs^erS^Sn^:^”;!^^ 00 ^^^^°”" 
liberation of the Soviet abbreviation. These V/O are nart nfVh^ J 
network of the Soviet Foreign Trade far-reaching 

of this ministry are Soviet^rLe deWtiras whicWr 

sentatives from the Soviet point of viL =!>k ^Plo«»tic repre 

cially, are the V/O Md In Sion IZ'. to them, though not offi- 

trade companies which have their central offlce^In^i^'^^^ inu® '^^ety of Soviet • 
T^fl their instructions from the Soviet PoreiII°Trade mnist^ 

.TradeiPepartments in the Soviet Control Commission, wfth whlch^S ^ilablrlir 

The following trade companies exist in East Germany at present: 

r.. f'nS'lSi."? i'*"’' °f •9«ll«».t, lend., 

conn«..i,. iSn;2.7^“S£'sn“£!“ "" '“'>“*■■ '»»» g»d., ' 

«ocd.!’„?M”2K" if” »«rdmu. ....1,, „hb». mbben 

duntnj; 4;SS'l;hl£nr?£f“/T£n1,S'?‘r/” «“ ‘“““Ml* *»• 

machines, and similar goods In addition +h industry goods, metal -processing 

assembly^ork and consflucUon prlSIf^iroal.^”^"^ Participates in technical 

produc\s."°'~"""°“®"""°"" ■ ^°-t Of industrial and handicraft 

constLtLT°loo°Soc"ess'lnT pape”" “bberf 5 for the chemical, 

and other industries; telephone and teleirraT^h^ .printing, leather goods, 

-Chine, „d Uhcn.i.^f'5Sf,*i‘„“S“”Sr“'' “* 

ICO. .W"fr£f;rs£.X“i££*gc£r ““ 

machinery, pwer^lfft instalUtlon 8 f"fl£tor 3 ‘’^teanBCM'tfti^"““’."“^^”®^”^ 
types, rolling stock, and similar goods ’ transportation equipment of all 

wool, products lidl of^the^mleliflsl^lnd iLllw'g^s! 

paper ^and paperpllductll ISlSoIfanm^Ifr''goods“ processing,. 
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10. Soyuzpushchlna - for export and Import of furs and pelts, semifinished 
and finished, live animals and similar items. 

The "Osohtorg" and "Voyentorg" are being dissolved, but "Derutra" (Gennan- 
Russian Transportation Company), ’’Derunapht" { German-Bus sian Petroleum Company), 
and Intourist (Russian tourist agency which operates hotels, restaurants, etc.) 
are being expanded. 

As can be seen from the above, all the trade companies deal in exports as 
well as in imports. The main objective of the V/O at present is to channel ex- 
ports from East Germany to the USSR asowell as to other coimtries. The Soviet 
Control Commission gives the V/O licenses to buy goods from German firms, which 
are paid for at 1944 ceiling prices. Another function of the V/O is the processing 
of products; e.g., they buy raw materials abroad, have them processed in Germany, 
and re-export them. The profit remains with the V/O while the remuneration for 
processing is paid to German finns at 1944 ceiling prices. All foreign exchange 
deriving from these business deals goes to the Garantie and Kreditbank, whereby 
extraordinary profits accrue to the Soviets. The actual delivery firms never 
learn the prir is which were paid abroad for their products . 

Essentially, the following types of transactions are engaged in by the V/O: 

1. - Deliveiy against foreign currency. 

2 . Delivery against other goods . 

3. Processing contracts to be paid in 

a. foreign ciirrency, 

b. raw materials or other goods. 

Black -market activity is a special field of the V/O. Haznoeksport and Razno-- 
import in particular have been charged with this activity. They bought gold, norce- 
xain, carpets, furs, and similar items diuring the currency refona, and have sold 
cigarettes at black market prices . The profits gained from these black market actlv- 
ities can hardly be estimated. 
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